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INTRO DUC HON 


In terms of Section 21 (1) of the Local Government: Municipal Finance Management 
Act, 2003 (Act 56 of 2003), the Mayor of the Municipality must coordinate the 
processes for preparing the annual budget and reviewing the Integrated 
Development Plan and Budget related policies to ensure mutual consistence and 
credibility of the Annual budget along with its policies and the Integrated 
Development Plan. J ozini Municipality has conducted the IDP roadshows to get the 
sentiments of the community pertaining to the budget and has henceforth 
prepared the final budget (Medium Term Revenue and Expenditure Framework) for 
the three financial years ending 30 J une 2020 and tabled it to council on the 31 st of 
May 2017. 

We have taken the draft budget and its related policies and the draft IDP, back to 
the Community in April and May 2017 as well as putting it to the website for 
comments. The KZN Provincial Treasury has also expressed their valued sentiments 
and all these have been factored in on the final M7REF which has been approved 
on the 31 st of May 2017. 

SO URC ES O F FUNDING 

J ozini Municipality is mainly reliant on grants as this exerts a challenge on the 
municipality to get ways of enhancing its own revenue and hence a revenue 
enhancement strategy has become critically necessary and has be developed and 
taken to the Executive committee and will go to council in the next ordinary council 
meeting for approval. The total own funding for J ozini Municipality is currently 
projected at R20 M of which property ratesisabout 55%at R11.2 M. 

The total grant funding for J ozini Municipality is R206, 281,000.00 of which R153, 
278,000.00 is operational and R53, 003,000.00 is capital. 
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OPERATIONAL GRANTS FOR THE HNANCIAL YEAR ENDING 30 J UNE 2018 



R 

EQUITABLE SHARE 

146,284,000.00 

FINANC E M ANAG EM ENTG RANT 

1,900,000.00 

LIBRARY GRANT 

1,938,000.00 

EXPANDED PUBUC WO RKS PROG RAM M E 

3,156,000.00 

TOTAL 

153,278,000.00 


CAPITA LG RANTS FOR THE HNANC IAL YEAR ENDING 30 J UNE 2018 



R 

M UNiC IPAL INFRASTRUCTURE G RANT 

38,003,000.00 

INTEGRATED NATIONAL ELECTRIFICATION PROGRAMME 

15,000,000.00 

TOTAL 

53,003,000.00 


BUDG ET OVERVIEW 

The total operational revenue is R197.3 Million, whereas the total operational 
expenditure is R198.4 Million, hence an operational budget deficit of Rl.l Million. 
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OPERATIONAL REVENUE 


Description 

Ref 

2017/18 Medium Term Revenue & 
Expenditure Framework 

R thousand 

1 

Budget Year 
2017/18 

Budget Year 
+1 2018/19 

Budget Year 
+2 2019/20 

Revenue Bv Source 





Property rates 

2 

25,552 

27,111 

28,710 

Service charges - electricity revenue 

2 

- 

- 

- 

Service charges - water revenue 

2 

- 

- 

- 

Service charges - sanitation revenue 

2 

- 

- 

- 

Service charges - refuse revenue 

2 

2,988 

3,165 

3,348 

Service charges - other 


- 

- 

- 

Rental of facilities and equipment 


1,008 

1,068 

1,130 

Interest earned - external investments 


4,865 

5,153 

5,451 

Interest earned - outstanding debtors 


7,344 

7,778 

8,229 

Dividends received 


- 

- 

- 

Fines, penalties and forfeits 


361 

367 

388 

Licences and permits 


1,099 

1,164 

1,232 

Agency services 


- 

- 

- 

Transfers and subsidies 


153,278 

162,809 

171,010 

Other revenue 

2 

824 

966 

1,021 

Gains on disposal of PPE 


- 

- 

- 

Total Revenue (excluding capital transfers and 
contributions) 


197,321 

209,579 

220,520 


Own revenue is only R44 Million , which is 22.3% of total operational revenue 
demonstrating the Municipality's heavy reliance on grant funding necessitating the 
prompt development and implementation of the revenue enhancement strategy. 


PROPERTY RATES 

Property rates is the major source of own revenue at R25.6 Million, which is 58% of 
own revenue. We are taking a decision not to increase property rates tariffs due to 
the fact that J ozini Municipality's jurisdiction is essentially rural, exerting too much 
pressure on government, businesses and residents in terms of combating the twin 
evils which are unemployment and poverty. J ozini Municipality intendsto join forces 
with each stakeholder within its boundaries to curb unemployment , alleviate 
poverty and by extension discharge its mandatory responsibility of effecting social 
and economic development, hence the decision not to increase property rates 
tariffs. Please refer to the tariffs of charges annexed. 
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SERVICE CHARGES 

J ozini Municipality collects refuse in executing its responsibility in terms of section 152 
(1) (d) of the constitution which is to promote safe and healthy environment. We 
have budgeted fora new waste truck at R1.8 M with a view to enhance service 
delivery and we collect and charge as follows: 


2018 TARIFF 


REFUSE REMOVAL 


RESIDENTIAL PROPERTIES, VACANT SITES, CHURCHES, SCHOOLS & HOSPITALS 

For Category 1 properties, the removal of households, 
domestic and garden refuse in plastic bags on normal 
removal days per property, zoned residential per each 
single dwelling unit, flat/flat let sectional title unit forming 
part of the complex, including vacant residential per 
month 

R 135.00 


For the removal of refuse from exempt institutions such as 
churches per month 

R1 35.00 

For the removal of institutions such as schools and 
hospitals inclusive of caravan parks from each /every or 
any business per property per month 

R 135.00 

COMMERCIAL 

collecting twice a week for Small Business 

R400.00 


collecting three times a week for big business 

R 700.00 

collecting six times a week is available 

R954.00 

Garden Refuse per ton load or part thereof 

R 220.00 

Refuse off -loading fee per load 

R265.00 
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J ozini Municipality is trying its best to minimize complaints by ensuring that we collect 
refuse for the customers that we bill for refuse removal. Refuse collection is 
budgeted at R3 M. 


RENTAL OF FACILITIES 

J ozini Municipality is renting out a Tbusong Centre, adjacent to the Municipal Offices 
in J ozini to five state Departments and property to the Department of Health. We 
have lease agreements for all except one department, Department of Social 
Development, of whose lease agreement is on the verge of finalization. The lease 
agreement for the Department of Social Development ha snot yet been finalized. 


RENTAL OF COUNCIL BUILDINGS & PROPERTIES 2018 



121 Building per month(23 employees at R534 each) 

12,266.59 

Thusong Centre Offices 

R 5 985.00 

Ndumo Centre School Cottages 

R 356.00 

Ndumo Offices/Cottages 

R 593.00 

Thusong Centre Kiosk 

R 1 124.00 

St. Philip’s cottage 

R 356.00 
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INTEREST EARNED ON INVESTMENTS 

Interest earned on investments is based on the anticipated investments of surplus 
fundsto various accredited banks. It should howeverbe noted that our primary aim 
is to deliver services to the community with the funds which is why most of our 
interest income will flow in the first semester of the 2018 financial year. The interest 
rate rangesfrom 7% to 7.5%perannum. Interest on investments is budgeted at R4.9 
M in the next fina nc ia I yea r. 


INTEREST ON OUTSTANDING DEBTS 

Interest on outstanding debts is budgeted at R7.3 Million .We are currently having a 
more than R120 Million debtors book. Interest is charged at 1.57% per month. We are 
presently having defaulting customers .We have appointed a debt collector who is 
currently ineffective due to a debtors book which requires cleansing. We have 
therefore budgeted fordata cleansing at R500, 000.00 in the year 2017/2018. 


RNES, PENALTIES AND FORFEITS 

We have budgeted R0.4 Million due to the fact that traffic fines depend on road 
infringements and hence we can only rely on historical data. Prudence is also of 
essence here. The Municipality is also forfeiting refuse removal income for collecting 
for indigents in executing its constitutional mandate. About R0.1M illion is forfeited. 


UC ENSES AND PERMITS 

Jozini Municipality has budgeted R4.2 Million .The huge increase from the current 
year's budget of R1 Million is due to the fact that we intend to have our Mkuze 
testing Centre functional in the year 2017/2018 and the community will be paying for 
drivers licenses. 
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OPERATING EXPENDITURE 


Expenditure Bv Tvoe 


2017/2018 

2018/2019 

2019/2020 

Employee related costs 

2 

54,028 

57,216 

60,535 

Remuneration of councillors 


11,925 

12,628 

13,361 

Debt impairment 

3 

11,671 

12,360 

13,076 

Depreciation & asset impairment 

2 

19,072 

20,198 

21,369 

Finance charges 


- 

- 

- 

Bulk purchases 

2 

- 

- 

- 

Other materials 
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Contracted services 


2,052 

2,173 

2,299 

Transfers and subsidies 

4, 

5 

2,655 

2,812 

2,975 

Other expenditure 

97,002 

100,724 

106,358 

Loss on disposal of PPE 



- 


Total Expenditure 


198,405 

208,109 

219,972 


EMPLOYEE RELATED COST5 

We have considered the average inflation rate from February 2016 to J anuary 2017 
and added l%and therefore increased the employee related costs from R49 Million 
to R54 Million in the financial year 2017/18. Management will however revise the 
organogram with the view to minimize these costs and at the same time ensure that 
service delivery is not compromised. Management is also in the process of 
employing the section 56 employees. The Municipal Manager's post is already filled. 
The C FO's post is will be filled hopefully by 30J une 2017. 


REMUNERATION FOR COUNCILLORS 

The remuneration for councilors is determined in terms of the gazette regulating 
upper limits for councilors and hence we have used the most recent gazette which 
was published in December 2016. J ozini Municipality has 40 councillors with only the 
Speaker being full time. We have however considered the fact that we have 
applied for the full time status of the Mayor, Deputy Mayor and Chief Whip and 
budget accordingly. The budgetforthe year2017/18 is therefore R11.9 Million. 


DEBTIMPAIRMENT 
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Debt impairment is budgeted at R11.7 Million. We also envisage a write off due to 
planned debt amnesty with a view to enhance debt collection. 


DEPRECIAHON 

Depreciation is budgeted at R19.1 Million and the Carrying value of the PPE has 
been considered. There will also be new assets that will be bought in the next 
financial year and thishasalso been considered in calculating the estimated value 
of Depreciation. 


CAPTFAL EXPENDITURE 

Capital expenditure of R53 Million, based on the MIG and INEP grant plus R11.2 
Million internally generated funds inform ourcapital budget. 


DEBTMANAG EMENT AND C REDITC O NIRO L 

J ozini Municipality has a debtors book which is more than R120 Million due to 
defaulting customers like Ingonyama Trust Board, National Public Works, Land 
Reform Commercial businesses and Residents. We have procured the services of a 
debt collector with a view to enhance revenue collection. The debt collector is 
currently ineffective due to the debtors book which needsto be cleansed. We have 
budgeted fordata cleansing in the next financial year. A budget of R500, 000 is for 
data cleansing in the next financial year. 
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CASH MANAGEMENT 


Description 

Ref 

2017/18 Medium Term Revenue & 


Expenditure Framework 


R thousand 


Pre-audit 

Budget Year 

Budget Year 

Budget Year 


outcome 

2017/18 

2018/19 

2019/20 

CASH FLOW FROM OPERATING ACTIVITIES 






Receipts 






Property rates 



11,240 

11,903 

12,594 

Service charges 



1,635 

1,731 

1,831 

Other revenue 



2,394 

2,535 

2,682 

Government - operating 

1 


153,278 

162,809 

171,010 

Government - capital 

1 


53,003 

60,049 

62,208 

Interest 



4,865 

5,153 

5,451 

Dividends 



- 

- 

- 

Payments 






Suppliers and employees 



(177,509) 

(187,982) 

(198,885) 

Finance charges 



- 

- 

- 

Transfers and Grants 

1 


- 

- 

- 

NET CASH FROM/(USED) OPERATING ACTIVITIES 


- 

48,906 

56,198 

56,891 

CASH FLOWS FROM INVESTING ACTIVITIES 






Receipts 






Proceeds on disposal of PPE 



- 

- 

- 

Decrease (Increase) in non-current debtors 



- 

- 

- 

Decrease (increase) other non-current receivables 



- 

- 

- 

Decrease (increase) in non-current investments 



- 

- 

- 

Payments 






Capital assets 



(64,176) 

(67,433) 

(70,020) 

NET CASH FROM/(USED) INVESTING ACTIVITIES 


_ 

(64,176) 

(67,433) 

(70,020) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Receipts 






Short term loans 



- 

- 

- 

Borrowing long term/refinancing 



- 

- 

- 

Increase (decrease) in consumer deposits 



- 

- 

- 

Payments 






Repayment of borrowing 



- 

- 

- 

NET CASH FROM/(USED) FINANCING ACTIVITIES 


- 

- 

- 

- 

NET INCREASE/ (DECREASE) IN CASH HELD 



(15,270) 

(11,235) 

(13,129) 

Cash/cash equivalents at the year begin: 

2 


32,370 

17,100 

5,865 

Cash/cash equivalents at the year end: 

2 

_ 

17,100 

5,865 

(7,264) 
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We envisage to have R32.4 Million in the end of the 2017/18 financial year and we 
are having a funded budget as the R15.3 Million cash deficit is going to be funded 
by the prioryearreservesof more than R32.4 M. 


LIABILITY MANAGEMENT 

J ozini Municipality pays its creditors within 30 days of receipt of invoice and all 
unspent grants a re cash backed. 
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